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FISCAL YEAR 2003 BUDGET REQUESTS FOR
THE DEPARTMENT OF THE INTERIOR, THE
U.S. FOREST SERVICE, AND THE DEPART-
MENT OF ENERGY

TUESDAY, FEBRUARY 12, 2002

U.S. SENATE,
COMMITTEE ON ENERGY AND NATURAL RESOURCES,
Washington, DC.

The committee met, pursuant to notice, at 10 a.m., in room SD-
366, Dirksen Senate Office Building, Hon. Jeff Bingaman, chair-
man, presiding.

OPENING STATEMENT OF HON. JEFF BINGAMAN,
U.S. SENATOR FROM NEW MEXICO

The CHAIRMAN. Why do we not go ahead with the hearing? I be-
lieve Senator Murkowski is on his way, and we will start since we
have a very short time period here. As I understand it, we have
got three votes scheduled on the Senate floor at 10:40.

This morning the committee will review the budget proposals of
the Energy Department, the Interior Department, as well as the
Forest Service.

We have limited time. I am sorry Secretary Abraham and Sec-
retary Norton were unable to be here. I understand there are also
time constraints on some of our witnesses.

This year the Department of Energy received a 2.9 percent in-
crease over last year’s appropriated amount, or $21.9 billion. De-
fense related programs received a 5.7 percent increase, while the
civilian programs would be increased less than 1 percent, .7 per-
cent.

So, there is a legitimate question as to what is happening, what
this indicates for the civilian activities within the Department, in
particular what is happening to State energy grant programs, to
energy research and development programs, to other programs that
invest in future energy supply and conservation technologies, and
the Department’s Office of Science, which involves our Nation’s in-
vestment in future engineers and scientists for energy-related
fields.

The Department of the Interior and Forest Service budgets. I ap-
preciate that there are always difficult choices to be made among
competing programs in both of those budgets. I am troubled, at al-
most every possible opportunity, the administration proposal in-
volves deep cuts in programs that assist communities, assists them
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in creating sustainable futures for themselves. The administra-
tion’s budget eliminates the Forest Service economic action pro-
grams. Those are programs that have had bipartisan support and
are very popular in the rural communities in my State.

The administration also proposes a significant cut in funding for
the Payment in Lieu of Taxes program, the PILT program. This
provides badly needed funds to local government units, particularly
in the West where there are a lot of Federal lands, to help offset
fhedloss of tax revenues as a result of Federal ownership of those
ands.

Also, I note that the administration has not requested any addi-
tional funds for the Youth Conservation Corps, which I believe is
a very valuable program to train young people in public land stew-
ardship.

I am concerned also about the administration’s budget in the
Land and Water Conservation Fund. This is the second consecutive
year that the administration is proposing to fund several programs
by using Land and Water Conservation funds. The proposals are to
use those funds even though the programs to be funded are not au-
thorized to receive those funds and even though several of those
programs are not authorized at all. As a result, the administration
I believe would leave too little money for the important purposes
that the Land and Water Conservation fund was created for, that
is, open space, recreation, and Federal land acquisition.

Based on the early indications again in my State and the South-
west, it is very possible that we will have another bad fire season.
I am somewhat puzzled as to why the Forest Service budget pro-
poses to reduce fire preparedness by $39 million from last year’s
level. I hope we can discuss in further detail later in the hearing
how we can be assured that there will be adequate resources to
deal with the fire situation we may face in much of the West.

Finally, there are a number of pressing issues related to Indian
trust fund reform I want to speak to Secretary Griles about, and
I know he is on top of those issues. I understand the Department
is working under a court order that has required most of its com-
puter systems to be disconnected. In my State again, this has
caused some substantial impacts on many people who depend upon
those BIA payments.

Because of the limited time that we have available, I will be sub-
mitting many of the questions that I have prepared in writing to
be answered for the record. As I indicated, we will have several
votes starting at 10:40.

Let me call on Senator Murkowski for his opening comments.

[A prepared statement from Senator Cantwell follows:]

PREPARED STATEMENT OF HON. MARIA CANTWELL, U.S. SENATOR
FROM WASHINGTON

Thank you, Chairman Bingaman, for holding this hearing on the President’s
budget requests for the Departments of Energy, the Interior and the Forest Service.
The budgets of the Forest Service and Department of the Interior pose a number
of important questions about this Administration’s commitment to our nation’s rural
communities—particularly those attempting to diversify their traditionally resource-
based economies—as well as its commitment to environmental stewardship.

However, I'd like to focus most of my opening remarks this morning on another
topic of critical importance for the residents of Washington state: clean-up at the
Hanford Nuclear Reservation.
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As many of my colleagues are aware, Hanford stores 54 million gallons of dan-
gerous high-level radioactive waste in 177 massive underground storage tanks, 149
of which are 30 years past their design life, and about 67 of which have leaked at
least one million gallons of waste into the soil—a mere 7 miles from our region’s
lifeline, the Columbia River.

The amount of waste at Hanford is greater than on any other Department of En-
ergy site. Aside from the materials contained in the tanks, officials estimated that
when Hanford was an active nuclear weapons plant—providing vital support to this
nation during World War II and the Cold War—about 450 billion gallons of radio-
actively contaminated water was dumped directly into the ground. There are now
wells located along the Columbia River shoreline that register Strontium 90 levels
that are 1,600 times the Federal Drinking Water Standard.

These are just a few of the issues we face in my state, home to the nation’s most
toxic nuclear clean-up site. A timely clean-up at Hanford is essential to the quality
of our state’s water and environment, as well as our public safety. That is why the
TriParty Agreement exists—a legally-binding document and consent order that re-
quires DOE to clean up Hanford, in compliance with state and federal environ-
mental laws.

This Administration must understand that to fall behind in Hanford clean-up is
an unacceptable risk to the people of Washington. This a message I have repeatedly
sent to Secretary Abraham. During his confirmation hearing, the Secretary assured
me that he would “take the obligations under the TriParty agreement very seri-
ously,” and further, that he recognizes “the need to meet commitments that have
been made.”

But despite these assurances made in January, when the Administration’s budget
was released last April, funding for Hanford clean-up was slashed—falling about
$400 million short of what was needed to meet the milestones contained in the
TriParty Agreement—and Secretary Abraham announced he would initiate a top-to-
bottom review of the Environmental Management program.

Rejecting these misguided budget cutbacks across the Environmental Manage-
ment program, Congress spoke with a unified voice in restoring the funds necessary
for the federal government to meet its clean-up obligations. In fact, it was a biparti-
san effort that involved a number of my colleagues on this Committee.

Now, the top-to-bottom review is complete and we are here today to review the
President’s Fiscal Year 2003 budget request. While the Administration boasts that
it has fully funded the program, commensurate with last year’s appropriated level,
the fact is that only $5.9 billion of the $6.7 billion needed to meet federal obligations
is guaranteed to the sites that are home to our nation’s nuclear waste.

This leaves Hanford about $262 million short of the funding needed to meet obli-
gations contained in the TriParty Agreement. Among those programs that the Presi-
dent’s budget would cut at Hanford: stabilization of 22 leaky, single shell tanks and
the transfer of waste to safer double-shelled tanks by 2004; the design, construction
and commissioning of the vitrification plant needed to process the tank waste; and
the design and installation of a waste retrieval system that will move waste from
the tanks to the vit plant when it is set to begin operation, by 2007.

As many of my colleagues are aware, the Administration has said there may be
room to restore funding to these programs—so critical to maintain the gathering
momentum behind Hanford clean-up. The President’s budget includes in its request
an additional $800 million for the purpose of clean-up reform—to initiate “alter-
native approaches” to clean up, engaging states in a renegotiation of their priorities.

Make no mistake: I wholeheartedly support the concept of a more efficient and
cost effective clean-up. DOE’s stated purpose—to more effectively manage the risk
at these sites—makes a good deal of sense. After all, Secretary Abraham himself
has labeled Hanford clean-up one of the EM program’s “urgent challenges.”

However, this Administration and DOE must realize—first and foremost—that
forcing us to compete with other sites for the money necessary to comply with the
TriParty Agreement does not only violate the agreement itself, it breaks the federal
government’s moral contract with the people of Washington state to clean up this
dangerous waste. It is the federal government’s obligation to live up to the TriParty
Agreement, while the people of Washington are not obligated—in fact, we refuse—
to sacrifice environmental quality in order to ensure that we secure the money need-
ed to continue our progress at Hanford in the short term.

In fact, I—along with many in the Washington state delegation and TriCities com-
munity—are bewildered by budget cuts to programs that Hanford managers and
state regulators are already working to accelerate. For example, the DOE budget
says the agency wants to accelerate the removal of spent nuclear fuel from the so-
called K-basins near the Columbia River. Many of the preparations for this project
have just been completed and the removal efforts have recently reached full speed.
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The question, then, is what does DOE want before it restores the $62.7 million in
funds cut from this program? Certainly, we cannot accelerate these activities with
less money.

Mr. Carnes, as you are probably aware, my friend and colleague from the State
of Washington, Sen. Murray, last week asked OMB Director Mitch Daniels about
these funding cuts. When pressed, he said that Secretary Abraham should explain
“his plan.” The people of Washington and their elected representatives deserve an-
SWers.

We need to know just what projects DOE is targeting and how these accelerations
will fit within the existing TriParty Agreement. Our regulators must be allowed to
ensure they will not lessen the environmental quality of the cleanup. The people of
Washington need to know how and when DOE intends to approve these plans, and
what criteria the agency will use in doing so. And we need to know whether OMB
is serious in its reported commitment for multiple years’ worth of full funding if and
when DOE reaches agreement with states and regulators on speeding up the clean-
up process.

Mr. Carnes, I hope that you are prepared to answer some of these questions for
us today. But, Chairman Bingaman, I believe this is an extremely important area
for this Committee to further explore. With the issuance of DOE’s top-to-bottom re-
view, I believe now is an opportune time to hold an oversight hearing on the Envi-
ronmental Management program’s new direction. Despite what is certain to be a
hectic schedule, I hope we can hold such a hearing in the next month or two, before
the Senate will be forced to make important funding decisions during the budget
and appropriations processes.

Again, thank you for holding this important hearing. I look forward to hearing
the testimony of today’s panelists.

STATEMENT OF HON. FRANK H. MURKOWSKI, U.S. SENATOR
FROM ALASKA

Senator MURKOWSKI. Good morning, Senator Bingaman.

The CHAIRMAN. Good morning.

Senator MURKOWSKI. And good morning, ladies and gentlemen.
I am pleased to see some familiar faces here, a few that I have not
seen since confirmation, but glad to see them this morning because
this is where we really get down to the meat of things. We are
going to start right in with a little reference that suggests that
]\[;vhoille I am pleased to have your budget, I am not pleased with your

udget.

We address priorities and many of them are as a consequence of
what happened on September 11. But I think it is fair to say a war
is no time to skimp on energy, defense, and resource spending—de-
Felopment—that is what funds our economy and keeps our Nation
Tee.

I am pleased to note that both the Interior and Energy budget
requests recognize the role of a sound energy policy in contributing
to national security.

The Department of the Interior is not often thought of as an en-
ergy agency. However, Interior manages lands, subsurface rights,
and offshore areas that produce approximately 28 percent of the
Nation’s energy. Secretary Norton’s budget request seeks to imple-
ment portions of the national energy policy that will expand and
diversify our Nation’s energy supplies.

And Secretary Abraham in his budget request, when talking
about the Department’s overarching mission of national security,
notes what I have been saying for some time: a strong America re-
quires a secure and reliable source of energy.

Let me refer to the Department of Energy specifically. The budg-
et request is $21.9 billion, an increase of $582 million over the last
year’s spending level. The budget reflects the new reality and the
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new threats that we face. We saw an economic threat to our well-
being last year in the form of constrained energy supplies and
higher energy prices. As a result, the U.S. economy has been iden-
tified as hanging on the brink of a recession. We have seen thou-
sands of hard-working Americans lose their jobs, and DOE’s pro-
grams create the new energy technologies—fossil, nuclear, renew-
able, efficiency—that get Americans back to work and get our econ-
omy going again. DOE’s budget request addresses threats to our in-
frastructure through increased funding for protection.

I am especially pleased to see a considerable increase in funding
for nuclear waste programs. It is important to keep this program
on track and continue the progress we have been making. In fact,
the President is due to make his recommendations on site suit-
ability to the Congress any day now. And I am sure we will hear
from Senator Reid very soon.

There are areas of the budget requests, however, that I am not
so pleased with. For example, I support the new “Nuclear Power
2010” initiative, the goal of which is to have a new plant on line
by the year 2010. It is rather exciting. I think it is very responsive
}:‘o the concern we have to develop alternatives that are emissions-
Tee.

However, in looking at the budget, there is no increase in Nu-
clear Energy. In fact, it is a decrease of over $43 million. To me
this is unacceptable. I cannot understand how you can, on the one
hand, promote nuclear power and then cut the technology funding
to the level that you have.

I am also concerned about cuts to the fossil energy R&D pro-
grams. Our Nation is going to continue to rely on fossil fuels for
the next several decades, even as we develop new energy resources.

I am also taking a look at funding in the State of Alaska. You
might say, well, that is rather selfish in the sense that I represent
the State and obviously am sensitive to it. But when you consider
Alaska is the sixth largest producer of energy in the United States,
all forms of energy, that we are the largest producer of crude oil,
and out of the $21.9 billion budget which you have got, only $2.4
million will go to Alaska. That is .01 percent. Yet, I would remind
}Srou we produce 20 percent of the crude oil produced in the United

tates.

Last year in Congress we authorized the creation of a Depart-
ment of Energy office in Alaska to seek new partnerships to de-
velop new energy sources. Last year that was funded at $5 million.
The Department has failed to fund this office at this time. I am
going to put you on notice, Mr. Carnes, that we will have some
more conversations about this. The State of Alaska contributes con-
siderably to the energy security of the Nation, and the DOE needs
to recognize this in the budget priorities.

I was just comparing apples and oranges, and they do not com-
pare, but in the budget for the State of Alaska, as I have indicated,
there is about $2.4 million. In the State of New Mexico, it is $3.63
billion. Of course, we do not have the labs. Nevertheless, I think
it is fair to look at the comparison of dollars, your considerable ex-
penditures to maintain the contribution those labs make. I am not
being negative in any manner for them. I am just suggesting that
for a State that produces as much energy and has the potential of
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producing as much energy as we have, I think the numbers are
way out of whack.

According to the EIA statistics, as I indicated, Alaska is the sixth
largest energy producing State in the Nation, just behind Texas. I
also would note that we produce more energy per capita than vir-
tually all the other States. So, we are going to have time, Mr.
Carnes, as I indicated, to discuss this.

I will go to the Department of the Interior very briefly. I believe
the Department of the Interior’s budget request is a relatively well-
balanced approach to conservation of our Federal lands and respon-
sible management of our natural resources. The Interior budget
highlights responsible development of energy resources on Federal
lands, thus contributing to reducing our dependence on foreign
sources of energy.

I am pleased to see the increase of $3 million to be used to accel-
erate leasing, exploration, and development on the North Slope.

I would also note that there is a revenue estimate in your budget
of revenues from the proposed lease sale of ANWR at about $1.2
billion. I think that estimate is a little under what I would suggest
would be a reality. Also, I believe that that estimate is from a sin-
gle sale, and I doubt very much it would be limited to a single sale.
Sol, I think you could anticipate substantially more on multiple
sales.

This increase can be used to speed up exploration and develop-
ment in both the Naval Petroleum Reserve-Alaska and, as I indi-
cated, ANWR. Development in both these areas is critical because
they are America’s best prospect for increasing domestic oil produc-
tion in the North American continent.

Now, while BLM’s budget was increased for energy related activi-
ties, I was not happy to see that the budget reduced Payment in
Lieu of Taxes by $45 million. We seem to have the budget reducing
PILT, and we put it back in, and this year is no exception. PILT
is important for local governments throughout the West as the Fed-
eral Government’s appetite for Federal land continues to increase.

In this budget alone, BLM is asking for more than $40 million
for land purchases to add to its land base. I have a hard time with
that. I do not know why BLM could not acquire the land through
trades rather than authorization and appropriation. It would seem
to me we have got a pretty heavy load of land already, and further
land, if it is necessary, could be acquired by trades rather than an
outright appropriation.

I am also concerned about why the Department continues to fund
CALFED in the absence of reauthorization. I know how strongly
the California delegation feels about this program, and I am not
here to criticize the program. What we have not done is done an
authorization for it. So, I see that $15 million is provided this year.
As I recall from last year, the conference committee recommended
no funding in fiscal year 2002. The Clinton administration would
not fund this program. There was no authorization. So, there is
some shifting of monies going on to accommodate what is really an
unauthorized program. I would prefer to see proper authorization
rather than this sleight of hand that we keep coming up with.

As for the National Park Service, I am pleased to see that you
will continue to address the maintenance backlog of our National
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Park System, something the Bush administration committed to last
year.

I have also been concerned about wildfire threats to our Federal
land and certainly was worried about the forest fires last spring
and summer. Therefore, I was glad to see the administration has
continued its commitment to fire suppression.

Additionally, I was pleased to see funds in the budget for the
construction of fire barracks and so forth in the West.

The Forest Service budget request. I commend the administra-
tion for making a clear effort to control costs and coming to us with
what is essentially a flat budget for the Forest Service. There are,
however, a few items that cause me some concern with respect
again to Alaska. The most startling is that there is the proposal to
allow parties to purchase timber sales with no requirement that
the sales be harvested. Perhaps the Honorable Mark Rey can en-
lighten me on that a little bit.

Over the past 6 to 8 years, the Forest Service’s failure to offer
a sufficient volume of economic timber sales to purchasers in the
Tongass has resulted in a virtual closing of the timber industry and
the loss of more than 3,000 jobs. Even with congressional support,
the Forest Service only offered 68 million board feet out of a target
of 190 million board feet last year.

In the context of the current budget, I would hope the present
administration is taking steps to correct this deficiency and get the
timber sales program back on its feet before it is too late for the
remaining sawmills that are left in Alaska, which are about four.
I think it is correct to point out that in New York they cut more
timber for firewood than we cut commercially in the State of Alas-
ka.

Mr. Chairman.

The CHAIRMAN. Thank you.

Why do we not go ahead with the witnesses. If you will each take
no more than 6 minutes and just give us the main points that you
think we need to be aware of, starting with Deputy Secretary Ste-
ven Griles with the Department of the Interior. I gather you are
accompanied by Lynn Scarlett, who is the Assistant Secretary for
Policy, Management and Budget. So, please go right ahead, Steve.

STATEMENT OF J. STEVEN GRILES, DEPUTY SECRETARY,
DEPARTMENT OF THE INTERIOR, ACCOMPANIED BY P. LYNN
SCARLETT, ASSISTANT SECRETARY FOR POLICY, MANAGE-
MENT AND BUDGET

Mr. GRILES. Mr. Chairman, thank you. This is my first time
since I was confirmed by the Senate, and I want to say to you it
is a pleasure to be with you.

Let me just say from a personal viewpoint, I want to thank your
committee staff director for the majority and the minority and the
counsel for the majority and the minority for getting the rest of our
people confirmed. We finally have everybody confirmed. Most have
been sworn in. We still have one who will be sworn in next week.
So, thank you for getting those people down to us.

Before we move into the details of the budget, Mr. Chairman, let
me just offer a few personal observations.
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The Department of the Interior has a huge impact on the lives
of Americans. We manage one out of every five acres of land in this
country. These lands include some of the most beautiful and pris-
tine places on earth. We are entrusted with some of the most patri-
otic symbols of our nationhood, including the Statue of Liberty and
Independence Hall. We provide approximately one-third of the Na-
tion’s domestic energy. We supply water that has made the arid
West bloom. We serve visitors from around the world and take de-
light in finding recreation through nearly one-half billion visits to
our lands every year.

We have more than 200,000 volunteers that assist us. The volun-
teer work force outnumbers our own employees almost three to one.

We collected last year $11 billion in revenues from the lands and
waters we manage, and that is more than $1 million more than
was appropriated by Congress.

We also shared %1 billion with the States, our partners, in the
onshore petroleum leasing program.

When the President directed we build our budget, it was based
on several principles, and I would like to just mention those briefly
to you. First, a new environmentalism through cooperative con-
servation partnerships. Second, improved management of Indian
trust assets. Mr. Chairman, I want to come back specifically to that
in a second. Third, improved management of public lands and wa-
ters. Fourth, advanced development of domestic energy. Fifth, im-
proved classrooms and classroom performance of Indian students.
And, finally, overall management for excellence through citizen
governance.

Since September 11, Interior’s employees have responded to the
call for increased diligence and preparation in view of the changed
world we face in the wake of those events. We put security meas-
ures in place in our most important national assets, our people,
and our visitors. We have increased Park Police patrols in Wash-
ington and in New York and upgraded Park Police security equip-
ment. We have increased guard services and protection for other
important national assets such as the Statue of Liberty and the
Liberty Bell. We have instituted around-the-clock security at key
Bureau of Reclamation facilities, including the Hoover, Glen Can-
yon, Shasta, and Grand Cooley Dams.

Our budget request is $10.3 billion in current appropriations.
There is an additional $270 million for government-wide account-
ing adjustments for retirement and health benefits.

But let me just talk for a second, Mr. Chairman, regarding the
particular question you asked about trust. This is an area that the
Secretary and I have spent a great deal of time on since I joined
Interior in July. In the trust asset programs at the Department of
the Interior, we have over 11 million acres held in trust for individ-
ual Indians and nearly 45 million acres held in trust for tribal gov-
ernments. These lands produce income from about 100,000 active
leases. We have currently about 225,000 open individual accounts
and 1,400 tribal accounts.

We have a difficult and I will tell you a very complex challenge
in front of us. These trust assets, going back to the 1870’s, were
divided up into allotments for individual Indians in the 1870’s, in
80-acre allotments. Many of these allotments today, Mr. Chairman,
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are owned in percentages that go out to 34 and 36 decimal points.
When the Pentium 2 processor came out, sir, it only went to 24
decimal points, I have been told. The Department of the Interior
is trying to manage lands that have such a small interest. It is
very difficult to manage that, and we need your help. We need this
committee’s involvement, as well as the Committee on Indian Af-
fairs, in how we move forward.

As to the computer system that is shut down, about 40 percent
of the computers in the Department of the Interior are up and run-
ning. But I am happy to tell you today, Mr. Chairman, that last
night I signed a letter to the Senate and House appropriators in-
forming them that we were going to take estimated amounts of re-
ceipts to begin to pay the individual Indians a percentage of the
monies that we know are in their individual accounts. Because the
court has not allowed us to turn on the Minerals Management
Service accounting system, we cannot know exactly how much each
individual Indian is owed. So, we are going to use an estimate
based on the previous 3 months, and we are going to make pay-
ments to them.

We cannot continue to allow the individual Indians not to get
monies. There are bankruptcies that are occurring. They are not
getting proper care, and it is important that we find a solution. I
am proud to say that Neal McCaleb, the Assistant Secretary, has
struggled very hard to find a solution, and Friday night he came
up with this idea, and we implemented it yesterday. The checks
should be flowing in the next couple of days to those individual In-
dians accounts.

The other area which is very important to Interior, as Senator
Murkowski said, is energy. The Secretary and I have spent much
time advancing the President’s energy plan. Interior manages all
the production from Federal lands, onshore and offshore. ANWR, of
course, is a centerpiece of the President’s policy, the coastal plan
of the Arctic National Wildlife Refuge, in terms of opening up oil
and gas development. Only a small fraction of the 19 million acres
of the refuge would be opened, and then with restrictions that no
more than 2,000 surface acres can be covered by production and
support facilities. In 1998, USGS estimated that there were over
10.4 billion barrels of recoverable oil there.

The other aspect of our energy plan is renewables. Last Novem-
ber, we hosted with DOE a conference on renewables, an oppor-
tunity, we called it, to expand renewable energy on public lands.
We brought together more than 200 individuals and government of-
ficials, renewable energy companies, and environmental leaders, to
try to find a better way to focus on increasing wind, solar, and geo-
thermal energy from our public lands. Interior currently produces
iLO é)ercent of the geothermal energy in this country from public
ands.

In closing, let me just comment on one other issue that has con-
tinued to be an issue with us at Interior, and that is Klamath. We
have faced a difficult situation this past year in the Klamath
Basin. For the first time ever, the Department was forced to make
no water available from Upper Klamath Lake to supply the farm-
ers of the Klamath Project. This action shattered the lives of many
of the farming community of the Klamath Basin.
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Recently, the National Academy of Sciences released a draft re-
port that concludes that there was no scientific foundation for
maintaining higher water levels in the Upper Klamath Lake for
the endangered sucker fish or for higher minimum flows in the
Klamath River for the coho salmon.

Secretary Norton has directed the U.S. Fish and Wildlife Service
Director and the Bureau of Reclamation Commissioner to evaluate
these findings and report back to her by close of business on Friday
to what we should do concerning how to deal with these issues that
now are before us based on the National Academy of Sciences re-
port.

The Federal Government cannot make decisions like those made
this past year with regard to the Klamath Basin, decisions that af-
fect the lives of so many good Americans, without a good scientific
basis for those decisions. It is important that we have the best
science. We must use the best science, and that is what we are
striving for in the future at Interior.

Mr. Chairman, I would turn it over to Lynn Scarlett who is here.

[The prepared statement of Mr. Griles follows:]

PREPARED STATEMENT OF J. STEVEN GRILES, DEPUTY SECRETARY,
DEPARTMENT OF THE INTERIOR

I am pleased to be here today with Lynn Scarlett, the Department’s Assistant Sec-
retary for Policy, Management and Budget, to talk about the fiscal year 2003 budget
for the Department of the Interior.

The President’s proposed $10.6 billion funding for the Department of the Interior
in fiscal year 2003 reflects his commitment to restoring natural areas, rebuilding
parks and refuges, improving American Indian education and trust reform, and
unleashing a citizen-centered, incentive-driven conservation ethic. The proposal is
the largest Interior budget ever presented by a President. The budget includes $663
million for National Park Service maintenance, to meet the President’s commitment
to reduce the NPS maintenance backlog, and a $56.5 million increase for the oper-
ation and maintenance of the National Wildlife Refuge System. It also includes in-
creases totaling $83.6 million for trust reform activities in the Office of the Special
Trustee and the Bureau of Indian Affairs.

Our proposed FY 2003 budget doubles BLM’s renewable energy budget. It also in-
cludes a $10.2 million increase for BLM energy-related activities, including Alaska
North Slope oil and gas development outside of the Arctic National Wildlife Refuge
(ANWR), to expedite the permitting and rights-of-way processes, increase the num-
ber of oil and gas lease sales, work to remove unnecessary barriers to both renew-
able and non-renewable energy production, and increase environmental inspections.

We are proud of this budget, and believe it represents a balanced approach to con-
servation and providing the energy needs of the nation. Overall, the President’s
2003 budget increases spending for conservation activities in the Department. There
are several exciting new conservation programs in this year’s budget that Lynn
Scarlett will touch on in her testimony today.

Since being confirmed last July, I have served the Secretary as her Chief Operat-
ing Officer at Interior. In that capacity, I have been involved with a number of
pressing issues facing the Department that I would like to share with you today.
Both the Secretary and I have spent more time over the last six months on the chal-
lenges related to the management of Indian trust assets than on any other issue
before the Department. Secretary Norton is unable to appear before you today be-
cause she is preparing to appear in court tomorrow in the ongoing Cobell v. Norton
litigation.

Last week, Secretary Norton testified before the House Resources Committee on
this very complex and difficult issue. Trust asset management involves approxi-
mately 11 million acres held in trust or in restricted status for individual Indians
and nearly 45 million acres held in trust for Tribes, a combined area the size of
Maine, Massachusetts, Vermont, New Hampshire, Connecticut, Rhode Island, Dela-
ware, Maryland, and the District of Columbia. This land produces income from more
than 100,000 active leases for 350,000 individual Indian owners and 315 Tribal own-
ers. Leasing and sales revenues of approximately $300 million per year are distrib-
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uted to more than 225,000 open Individual Indian Money (IIM) accounts and reve-
nue of approximately $800 million per year is distributed to the 1,400 Tribal ac-
counts.

Secretary Norton laid out in her testimony the most pressing problems now facing
us in this area. They are the lack of integration and centralization of trust manage-
ment, the lack of a good strategic plan for remedying problems in trust manage-
ment, the changing standard of trust management, the problem of fractionated
heirship of individual Indian trust land, and our computer problems, both those re-
lated to software we had hoped would assist us in keeping track of trust activities,
and our general Departmental information technology security issues related to In-
dian trust data. As you know, most of the Department’s computer systems have
been disconnected from the Internet because of Indian trust data security concerns.
These are difficult issues. We have made strides over the past year in a number
of areas, but there remains much to be done. Indian trust asset management now
consumes much of the time and attention of the senior management team at Inte-
rior.

Assistant Secretary Scarlett’s testimony points out that, under Secretary Norton’s
leadership, another goal very important to the Department right now is advancing
the President’s energy policy. I have also been spending a good part of my time on
that issue. The need for a national energy policy becomes clear when you look at
the numbers. According to the Energy Information Agency, over the next 20 years,
U.S. natural gas consumption is projected to grow by more than 50 percent, while
production, if it grows at the rate of the last 10 years, will grow by only 14 percent.
Similarly, over the next 20 years, U.S. oil consumption is projected to grow by over
6 million barrels per day, while production, if it follows the pattern of the last 10
years, is expected to decline by 1.5 million barrels per day. U.S. energy production
is not keeping up with our growing consumption, creating a rapidly increasing gap
between domestic supply and demand.

As this Committee well knows, energy reserves contained in the lands and off-
shore areas managed by the Department of the Interior are an important source of
potential energy production. The Department of the Interior manages energy pro-
duction on all Federal lands, both onshore and the Outer Continental Shelf (OCS).
These Federal lands provide nearly 30 percent of annual national energy production.
Estimates suggest that these lands contain approximately 68 percent of all undis-
covered U.S. o1l resources and 74 percent of undiscovered natural gas resources. The
Department also owns and operates hydropower facilities in the 17 western states.
These facilities produce about 16 percent of all the hydropower in the United States.

The President’s policy calls for increasing domestic energy production, seeks to
improve the aging energy infrastructure network by creating a new high tech energy
delivery network, and promotes energy conservation. It is important to point out
that more than 50 percent of the President’s plan focuses on energy efficiency, en-
couraging the development of fuel efficient vehicles and encouraging consumer con-
servation. The President’s policy proposes new tax incentives to help increase the
contrlibution that alternative and renewable energy can make to our nation’s energy
supply.

The President directed the Secretary of the Interior to work with Congress on leg-
islation authorizing the leasing of oil and gas in that portion of the Arctic National
Wildlife Refuge (ANWR) defined as the Coastal Plain in section 1002 of the Alaska
National Interests Lands Conservation Act. The President’s Policy emphasizes that
Congress should require the use of the best available technology and require that
energy production activities have no significant adverse impact to the environment
in the ANWR 1002 area.

It is important to remember that the President is proposing to open a small frac-
tion of the 19 million acres in ANWR for oil exploration. This is a fact that often
gets overlooked. In addition, the House-passed energy bill includes a requirement
that no more than 2,000 surface acres of the Coastal Plain of ANWR may be covered
by production and support activities. To put this in context, the Bureau of Land
Management has granted rights-of-way for wind farms on almost 3,200 acres of pub-
lic land outside of Palm Springs, California. The Administration believes that oil
and gas development can successfully coexist with wildlife in Alaska’s Arctic region.

As most of you know by now, ANWR is located in the northeast corner of Alaska.
The Refuge is about the size of South Carolina; however, the portion of the Refuge
known as the 1002 Area is only about 6 percent of the total Refuge. The 1002 Area
was excluded from wilderness designation and Congress specified that it be studied
further through a comprehensive inventory of its fish and wildlife resources, and the
potential for oil and gas production. Estimates of substantial resources in the 1002
Area based on nearby drilling results and seismic data have made it one of the most
promising prospects for oil and natural gas in the United States.
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In 1998, a USGS assessment of petroleum resources of the entire 1002 Area esti-
mated the mean value of expected volume of technically recoverable oil beneath the
1002 area to be 10.4 billion barrels, with a 95 percent chance of 5.7 billion barrels
and a 5 percent chance of 16.0 billion barrels. For comparison, the U.S. currently
consumes about 7 billion barrels per year. Of this, the U.S. imports about 4 billion
barrels and produces about 3 billion barrels. Congressional action would also open
up Native-owned lands.

The Refuge provides a variety of arctic habitats supporting fish and wildlife spe-
cies. The wildlife most associated with the 1002 Area is the Porcupine caribou herd,
named after its wintering grounds along the Porcupine River of northwest Canada.
Currently numbering nearly 130,000 caribou, the herd migrates each year across
the Brooks Range to arrive in early summer on the North Slope’s coastal plain in
the 1002 Area and eastward into Canada.

Our support for enactment of authority to lease oil and gas resources in ANWR
is a prime example of the Department’s dual commitment to energy development
and environmental conservation. The House-passed energy bill includes ANWR pro-
visions that contain the most stringent environmental protection provisions ever
placed on a domestic oil and gas program. We recognize that the ecological resources
of the Refuge are unique and precious, and that we must respect and conserve this
wealth for future generations of Americans. Because of advances in technology and
in our enhanced understanding of the ecology, we believe we can develop ANWR’s
resources with very little long-term effect on its environment.

Secretary Norton and I have been actively carrying out many other parts of the
President’s energy policy. On November 28, 2001, Secretary Norton and the Depart-
ment of Energy co-hosted a conference entitled “Opportunities to Expand Renewable
Energy on Public Lands.” The conference was a work session that brought together
approximately 200 government officials, renewable energy industry and environ-
mental leaders, and other citizens to focus on the best ways to increase wind, solar
and geothermal production on public lands.

The Secretary made the following statement to the conference attendees:

Our shared mission is both simple and noble. We must explore ways to better
capture the sun’s light, the sky’s winds, the land’s bounty, and the earth’s heat
to provide energy security for America’s families. Today we seek the best ideas
for reducing delays and bottlenecks in producing renewable energy. This is part
of the Interior Department’s commitment to consult, cooperate and commu-
nicate-all in the service of conservation.

Interior produces approximately 40 percent of the nation’s geothermal energy. In-
terior also uses renewable energy at Interior facilities. Interior has more than 600
solar-powered facilities, 40 solar hot water systems, 30 wind turbines, 15 geo-
thermal heating and cooling systems, and 6 wind farms. Each year the department
uses 200,000 gallons of biofuels in vehicle and marine fleets and has 1,200 alter-
native fuel vehicles.

We have other pressing issues before us that I know are of great concern to this
Committee. Last April, for the first time ever, the Department announced that no
water would be available from Upper Klamath Lake to supply the farmers of the
Klamath Project. This was due to many factors, including an extreme drought, the
requirements of the Endangered Species Act, and the rights of Tribes and other
water users to the scarce water resources in the region. Reclamation’s Klamath
Project serves approximately 1,400 farms totaling some 210,000 acres. Farmers
there grow a large variety of crops including barley, oats, wheat, potatoes, sugar
beets and forage. According to Bureau of Reclamation data for the year 2000, ap-
proximately 110,000 acres were planted in forage; 57,000 acres in cereal crops (in-
cluding barley, oats, and wheat); 16,000 acres in vegetables (including potatoes);
7,000 acres in miscellaneous field crops (including sugar beets); 298 acres in seed
crops; and 227 acres in nursery crops.

This action taken by the Department greatly affected the lives of many in the
farming community of the Klamath Basin. Late last July, the Department did re-
lease about 70,000 to 75,000 acre feet of water Upper Klamath Lake to assist farm-
ers in the Klamath Basin Project in desperate need. We took this action to provide
farmers water for their livestock, to provide some critical recharge for some wells,
and perhaps save pastures, alfalfa and hay, or even row crops that had lost their
well water supply. The Department was able to release that water because the Bu-
reau of Reclamation determined that Upper Klamath Lake was at a higher level
than projected.

We have continually stated that we are committed to working with all interested
parties in order to find solutions that avoid a repeat of this situation this year and
in the future. Recently, the National Academy of Sciences released a draft scientific
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evaluation of the biological opinions on endangered and threatened fishes in the
Klamath River Basin. The draft report concludes that there is no substantial sci-
entific foundation at this time for maintaining higher water levels in Upper Klam-
ath Lake for the endangered sucker populations or higher minimum flows in the
Klamath River main stem for the threatened coho population. The draft report also
found no substantial scientific evidence to support changes in the operating prac-
tices that have produced the levels in Upper Klamath Lake and the main-stem flows
over the past 10 years.

On February 3, Secretary Norton directed the Directors of the U.S. Fish and Wild-
life Service and the Bureau of Reclamation to evaluate the NAS findings and to re-
port back to her by the end of this week. I am sure all of you would agree that the
Federal government should not make decisions of this magnitude, that affect the
lives of so many Americans, without a good sound scientific basis for those decisions.
Not only do we risk needlessly hurting our fellow citizens, but we erode the con-
fidence of the populace in general in our future decisions and actions.

T’d like to close with emphasizing to you again the commitment the Department
has to working with you and with your constituents on the local issues of concern
involving the Department of the Interior that face them every day. Budget initia-
tives like our Cooperative Conservation Initiative will fund on-the-ground steward-
ship projects across the Nation and stimulate innovative approaches to conservation.
Our budget includes the Landowner Incentive programs that provide financial as-
sistance to States and Tribes so that They can work with private landowners to fa-
cilitate private wildlife conservation efforts. Our Private Stewardship grants pro-
gram directly assists landowners and groups engaged in voluntary conservation ef-
forts for the benefit of federally listed, proposed, candidate, or other imperiled spe-
cies.

We remain aware of the fact that the decisions we make at Interior can have dra-
matic impacts on American families, and we are determined to do whatever we can
tﬁ tzilke those impacts into consideration as we carry out our responsibilities under
the law.

Thank you for giving me this opportunity to appear before the Committee today.
Assistant Secretary Scarlett’s testimony provides a more in-depth view of the De-
partment’s FY 2003 budget.

The CHAIRMAN. Ms. Scarlett, did you have a statement?
Ms. SCARLETT. I have a brief comment to supplement Steve’s.
The CHAIRMAN. Go right ahead.

STATEMENT OF P. LYNN SCARLETT, ASSISTANT SECRETARY—
POLICY, MANAGEMENT AND BUDGET, DEPARTMENT OF THE
INTERIOR

Ms. SCARLETT. Thank you. Mr. Chairman, Senator Murkowski,
members of the committee, I am delighted to join Steve here today
and highlight a few of our budget elements.

I would like, in particular, to talk a little bit about our conserva-
tion initiatives that Steve touched upon. As Steve noted, our budg-
et request increases spending for conservation activities, providing
new opportunities, in particular, for partnerships in conservation.

Of particular note, is our Cooperative Conservation Initiative,
which reflects the President’s framework for a new
environmentalism. The Cooperative Conservation Initiative will
fund on-the-ground stewardship projects across the Nation and we
believe stimulate cooperative approaches to conservation. It will le-
verage Federal funding and work in partnership with States,
tribes, local communities, and individual citizens in ways that we
think are consistent with the Land and Water Conservation Fund.
The Department proposes $100 million to promote these partner-
ships in conservation.

Our budget also continues two presidential initiatives begun last
year, the Landowner Incentive program and Private Stewardship
program. These programs also promote working with partners on
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conservation issues. We appreciated your support last year for
these programs. The budget includes $60 million for these two pro-
grams, a $10 million increase.

The budget continues strong funding to meet the President’s
commitment to clean up the maintenance backlog in parks. Our
park budget includes $633 million for this effort. In 2003, the Park
Service will also improve facility management capability and ac-
countability so that we engage in facilities maintenance in the most
efficient way.

To improve our natural resource management in parks, our
budget includes an increase of $18 million for the Natural Resource
Challenge.

I would also like to mention our endeavors in the wildlife ref-
uges. In 1903 you may know that President Teddy Roosevelt estab-
lished the first national wildlife refuge at Pelican Island, Florida.
This means that the 100th anniversary of those wildlife refuges
will occur next year. Our budget, therefore, commemorates this
100th anniversary event by requesting a $56.5 million increase for
the refuge system. This is an 18 percent boost in spending and rep-
resents the largest dollar increase ever requested in the history of
the national wildlife refuge system.

Recognizing that another committee has jurisdiction over Indian
Affairs, I would like to, nonetheless, highlight the budget request
that focuses on educational needs of American Indians and Alaska
Natives. Our budget continues a high level of funding for Indian
school repair and replacement and includes an increase of $19 mil-
lion for school operations.

Though I have described a number of initiatives contained in this
budget, our overall budget level is essentially the same as the cur-
rent year’s funding. Consequently, we have had to make a number
of very difficult program choices and tradeoffs as we have prepared
the budget for your consideration. We are working diligently to im-
prove the quality, effectiveness, and efficiency of our services so
that we can deliver better services with those same dollars.

I look forward to working with you and discussing the budget
and thank you for the opportunity to be here today.

[The prepared statement of Ms. Scarlett follows:]

PREPARED STATEMENT OF P. LYNN SCARLETT, ASSISTANT SECRETARY—POLICY,
MANAGEMENT AND BUDGET, DEPARTMENT OF THE INTERIOR

I am pleased to be here today before the Committee on Energy and Natural Re-
sources to present the fiscal year 2003 budget for the Department of the Interior.
I appreciate the opportunity to highlight a number of important initiatives and to
answer questions that you might have.

Before I move onto the details of the budget request, I'd like to offer some obser-
vations as to the breadth of the Department’s responsibilities and the impact of our
programs on the lives of Americans.

« We manage more than one of every five acres of lan